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SPECIAL  SESSION  BILLS   "" 


Drafting  Requests.. .A  staff  review  of  bill  drafting  requests  indicates  that 
at  least  17  bills  are  being  prepared  for  introduction  for  consideration  in  the 
January  special  session.  Bill  drafting  requests  on  record  on  Dec.  23  included: 

•  An  omnibus  appropriation  reduction  bill  amending  House  Bill  2  as  well 

as  "cats  and  dogs"  appropriations 

•  Bills  transferring  funds  and  including  amendments  to  reduce  general 

fund  liabilities,  etc. 

•  A  revenue  estimating  resolution 

•  Correction  of  Governor's  authority  to  reduce  spending. 

•  Liquor  store  privatization  gr^jr  [>(;r;UJ^^-]XS  COLLECTION 

•  Income  tax  acceleration 

JAN  1  ■;  1992 

•  Feed  bill 

MONTANA  STATE  LIBRARY 
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•  One-day  furlough  for  state  employees      HELENA,  MONTANA  59620 

•  Clarification  of  retirement  benefits  payments 

•  Treating  State  timber  as  a  crop 
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SUBCOMMITTEE  HEARINGS  SCHEDULES 

Pre-session  Meetings  Begin  Jan.  2.. .In  advance  of  the  opening  of  the 
1992  special  session,  the  House  Appropriations  Committee  and  the  Senate 
Finance  and  Claims  Committee  will  meet  jointly  at  9  a.m.  on  Jan.  2  in  Room 
325  to  hear  Steve  Yeakel,  director  of  the  Office  of  Budget  and  Program 
Planning,  present  an  overview  of  the  executive  budget.    The  staff  of  the 
Legislative  Fiscal  Analyst  will  also  present  their  budget  analysis. 
Subcommittee  meetings  that  are  scheduled  Jan.  2  through  Jan.  4  to  hear 
budgets  of  agencies  include: 

Human  Services  (Room  108): 

Jan.  2,  1  p.m..  Health  and  Environmental  Services;  2:30  p.m..  Family 
Services. 

Jan.  3,  8  a.m.,  Labor  and  Industry;  9:30  a.m.  Social  and 
Rehabilitation  Services. 

Jan.  4,  8  a.m..  Miscellaneous. 

Long  Range  Planning  (Room  317),  Agency  order,  (1)  Montana  Arts 

Council;  (2)  Department  of  Natural  Resources  and  Conservation;  (3) 
Department  of  Administration: 

Jan.  3,  8  a.m..  Cultural  and  aesthetics  grants;  8:30  a.m..  Resource 
Indemnity  Trust  grants;  9  a.m..  Long  Range  Building  projects;  10 
a.m.,  general  obligation  bonds  and  debt  service. 

Institutions  and  Cultural  Education  (Room  405): 

Jan.  3,  8  a.m..  Arts  Council;  9  a.m.  State  Library;  10  a.m..  Historical 
Society;  1 1  a.m..  Corrections  and  Human  Services  central  operations; 
1  p.m..  Corrections  and  Human  Services  special  services;  2  p.m.. 
Corrections  and  Human  Services  corrections. 

Jan.  4,  8  a.m..  Corrections  and  Human  Services  chemical 
dependency;  9  a.m..  Corrections  and  Human  Services,  mental  health. 

Education  (Room  104): 

Jan.  2,  1  to  5  p.m..  Board  of  Public  Education,  School  for  Deaf  and 
Blind,  Office  of  Public  Instruction  (2:30). 

Jan.  3,  8  a.m.  to  noon,  Commissioner  of  Higher  Education,  University 
Units,  Vo-Tech  Centers;  1  to  5  p.m.,  Vo-Tech  Centers  (continued). 
Community  Colleges,  Agricultural  Experiment  Station,  Extension 
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Service,  Forestry  Cons.  Station,  Bureau  of  Mines,  Fire  Services 
Training  School. 

Jan.  4,  8  a.m.  to  noon,  "Cleanup",  executive  action. 

Natural  Resources  (Room  402): 

Jan.  2,  1  p.m..  Public  Service  Regulation;  1:30  p.m..  Livestock;  2:30 
p.m..  State  Lands. 

Jan.  3,  8  a.m..  Agriculture;  9:30  a.m..  Natural  Resources  and 
Conservation;  11:30  a.m.,  Fish,  Wildlife,  and  Parks;  1  p.m.. 
Commerce. 

General  Government  and  Highways  (Room  420): 

Jan.  2,  1  p.m..  Transportation;  1:30  p.m..  Legislative  Auditor;  2 
p.m..  Legislative  Council;  2:30  p.m..  Environmental  Quality  Council;  3 
p.m..  Consumer  Counsel;  3:15  p.m..  Commissioner  of  Political 
Practices;  3:30  p.m..  Secretary  of  State;  4  p.m..  Judiciary. 

Jan.  3,  8  a.m..  Legislative  Fiscal  Analyst;  8:30  a.m.  Governor's 
Office;  9:30  a.m..  Justice;  1 1  a.m..  Board  of  Crime  Control;  1 1:30 
a.m..  Highway  Traffic  Safety;  1  p.m..  Revenue;  2  p.m.. 
Administration;  3  p.m..  Military  Affairs;  4  p.m..  State  Auditor;  4:30 
p.m..  State  Compensation  Mutual  Insurance  Fund. 

Finance  Committee  Meeting. ..The  Legislative  Finance  Committee  will 
meet  at  4  p.m.  Jan.  2  in  Room  325  to  review  budget  amendments  requested 
by  the  executive. 


ENVIRONMENTAL  QUALITY  COUNCIL 

January  Meeting  ...Because  of  the  convening  of  the  special  legislative 
session,  it  is  unclear  whether  the  Environmental  Quality  Council  meeting 
scheduled  for  Friday,  Jan.  17,  will  be  held.    The  Council  will  attempt  to  hold 
an  abbreviated  meeting  during  the  special  session,  scheduled  at  the  direction 
of  the  Chairman,  with  as  much  public  notice  as  possible.    If  a  meeting  can  be 
arranged,  the  Council  tentatively  plans  to  focus  on  administrative  matters  and 
updates  on  the  Energy  Policy  and  Environmental  Problems/Risk  Assessment 
Studies,  the  Montana  Environmental  Policy  Act,  and  the  State  Water  Planning 
Process.  Please  contact  the  EQC  staff  for  agenda  and  meeting  updates. 
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JOINT  RULES  COMMITTEE 

Rules  Continued.. .The  Joint  Rules  Committee  met  Dec.  1  2  to  consider 
rules  changes  to  be  recommended  and  other  committee  business  for  the 
January  special  session.    The  Committee  voted  to  recommend  the  same  rules 
as  used  in  the  regular  session  with  the  exception  of  rules  establishing  bill 
introduction  limits  and  bill  request,  introduction,  or  transmittal  deadlines  and 
required  waiting  times  after  availability  of  a  bill  before  its  next  consideration. 
Tfie  Committee  also  ruled  that  a  bill  to  correct  the  statutory  authority  of  the 
Governor  to  reduce  expenditures  in  the  event  of  a  revenue  shortfall  would  be 
within  the  call  for  the  special  session.    Such  a  bill  has  been  requested. 


COMMITTEE  ON  INDIAN  AFFAIRS 

State-Tribal  Gaming  Compacts. ..The  Committee  on  Indian  Affairs  held  its 
third  meeting  Dec.  5  when  the  major  topic  of  discussion  was  Indian  gaming. 
Staff  presented  a  background  report  entitled  Gaming  in  Indian  Country  that 
discussed  the  provisions  of  the  Indian  Gaming  Regulatory  Act  (IGRA), 
implementation  of  the  IGRA,  and  the  future  of  Indian  gaming.    Bob  Robinson, 
administrator  of  the  Gambling  Control  Division,  Department  of  Justice, 
reported  on  the  progress  of  negotiations  with  Indian  tribes  regarding  gaming 
compacts.    Active  negotiations  are  taking  place  with  three  tribes;  preliminary 
discussions  have  occurred  with  two  tribes.    Two  questions  need  to  be 
resolved: 

(1)  Does  the  IGRA  provide  tribes  an  economic  advantage  over  non-Indian 
gaming  interests? 

(2)  How  do  State  restrictions  apply  to  Indian  gaming? 

Tribal  representatives  stressed  the  economic  importance  of  gaming  to 
Indian  tribes.    States  also  benefit  from  Indian  gaming  through  reduced  welfare 
and  unemployment  costs.    Kathleen  Fleury,  Coordinator  of  Indian  Affairs, 
reported  that  the  Montana  Tribal  Chairman's  Association  is  forming  a 
consortium  of  Indian  tribes  to  negotiate  a  single  gaming  compact  with  the 
State  that  can  be  adapted  for  use  with  the  various  tribes. 

Review  of  Cooperative  Agreements. ..Deanne  Sandholm,  assistant 
attorney  general,  reported  on  the  attorney  general's  role  vis-a-vis  cooperative 
agreements.    The  attorney  general  is  generally  not  involved  in  the  negotiation 
of  an  agreement  unless  specifically  authorized.    The  role  is  generally  one  of 
review  of  form  more  than  substance.    While  approval  of  the  attorney  general 
is  required,  a  signature  is  not.    Some  agreements  are  covered  by  the 
Cooperative  Agreements  Act;  others,  like  taxation,  are  statutorily  authorized. 
It  is  the  opinion  of  western  attorneys  general  that  cooperative  agreements  are 
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far  more  advantageous  than  litigation  in  dealing  with  Indian  issues. 

Native  American  Enrollments  Up. ..Ellen  Swaney,  director  of  American 
Indian  Minority  Achievement  on  the  staff  of  the  Commissioner  of  Higher 
Education,  reported  on  student  enrollments  in  the  university  system.    The 
numbers  are  up  for  Native  American  students.    Approximately  3%  of  the 
students  enrolled  in  higher  education  in  Montana,  excluding  tribal  colleges,  are 
Native  American.    The  goal  is  to  achieve  parity  with  the  Native  American 
representation  in  the  total  state  population.    She  also  reported  that  the  six 
university  units  have  submitted  their  minority  action  plans.    The  Board  of 
Regents  will  review  the  plans  and  consider  changes  in  Board  policies  to 
implement  the  plans.    The  vo-techs  are  working  on  similar  plans. 

Update  on  Committee  Studies. ..Staff  presented  a  summary  of  a 
sentencing  disparity  study  conducted  in  Montana  in  1974.    The  study,  entitled 
Inequality  in  the  Types  of  Sentences  Received  by  Native  Americans  and 
Whites,  was  conducted  by  Ed  Hall,  current  administrator  of  the  Crime  Control 
Division  for  the  Department  of  Justice.    The  study  found  that  among  the 
populations  examined,  there  was  a  difference  between  Native  Americans  and 
whites  in  the  types  of  sentences  imposed.    The  study  then  went  on  to  discuss 
possible  explanations  for  the  inequalities. 

Collection  of  Cigarette  Taxes. ..Staff  presented  a  report  on  how  other 
states  handle  the  collection  of  taxes  on  cigarettes  sold  to  non-Indians  by  an 
Indian  retailer  on  a  reservation.  These  methods  include  cooperative 
agreements,  statutes,  and  administrative  rules. 

Future  Meeting. ..The  Committee  wants  to  hold  its  next  meeting  on  an 
Indian  reservation.    Staff  will  draw  up  budgets  for  a  meeting  on  the  Salish 
Kootenai  Reservation  and  a  meeting  on  the  Fort  Belknap  Reservation.    The 
Committee  will  meet  briefly  during  the  January  special  session  to  decide  its 
next  meeting  date  and  place. 


SPECIAL  SESSION  SNACK  BAR 

Food  Service  Changes. ..When  they  arrive  in  Helena  for  the  January  1992 
special  session,  legislators,  lobbyists,  staff,  and  the  public  will  find  a  change  in 
eating  and  snacking  facilities  from  past  legislative  sessions.  The  Department  of 
Administration  has  arranged  for  the  snack  bar  on  the  third  floor  of  the  Capitol 
to  be  open  as  in  past  sessions,  but  the  Capitol  cafeteria  in  the  basement  has 
been  closed  since  summer  and  will  remain  closed  during  the  special  session  in 
January.    Several  vending  machines  offering  soft  drinks,  a  variety  of  hot  and 
cold  viands,  and  a  microwave  oven  are  now  located  in  the  basement  room 
that  formerly  housed  the  cafeteria.    Tables  are  also  available  in  the  old 
cafeteria,  but  no  food  service  staff  will  be  located  there. 
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COMMITTEE  ON  THE  MONTANA  STATE  HOSPITAL 

Meeting  Date  Changed. ..The  next  nneeting  of  the  Connmittee  on  the 
Montana  State  Hospital  has  been  changed  from  Jan.  1  7  to  a  two-day  nneeting 
Thursday  and  Friday,  Feb.  20  and  21,  at  the  Warm  Springs  and  Galen 
campuses  of  the  Montana  State  Hospital.  On  Feb.  20,  Committee  members 
and  staff  will  tour  the  Warm  Springs  campus  of  the  state  hospital.    The  tour 
will  be  followed  by  a  public  hearing  on  state  hospital  issues  in  the  receiving 
hospital  of  the  Warm  Springs  campus  beginning  at  5:30  p.m.  Committee 
members  will  tour  the  Galen  campus  of  the  state  hospital  on  Feb.  21  and 
return  to  the  receiving  hospital  of  the  Warm  Springs  campus  to  discuss  issues 
related  to  long-term  care  for  the  elderly.    The  Friday  afternoon  session  is 
tentatively  scheduled  to  begin  at  1  p.m.  and  will  feature  a  panel  of  program 
administrators  and  professionals  who  work  in  the  long-term  care  field.  The 
objective  of  the  two-day  meeting  is  to  provide  Committee  members  with  a 
close-up  view  of  operations  at  the  Montana  State  Hospital  and  background  on 
issues  related  to  care  for  the  elderly,  including  the  treatment  needs  of  elderly 
patients,  screening  procedures  for  the  placement  of  elderly  persons  in  the 
state  hospital,  the  Center  for  the  Aged,  or  in  community  settings,  licensing 
standards  for  nursing  home  facilities,  and  new  directions  in  nursing  home  care. 
More  information  can  be  obtained  from  Sheri  S.  Heffelfinger,  researcher,  or 
David  Niss,  staff  attorney,  at  the  Legislative  Council. 


REDISTRICTING  WORK  PROGRESSES 

Work  Begins  in  Northwest.. .The  staff  for  the  Districting  and 
Apportionment  Commission  is  feverishly  reviewing  census  information  and  the 
criteria  adopted  for  developing  legislative  districts.    The  Commission  has 
directed  the  staff  to  begin  work  in  the  northwest  corner  of  the  state  and  to 
progress  in  a  southerly  and  easterly  direction.    The  Commission  has  also 
directed  staff  to  contact  affected  persons  -  legislators,  election 
administrators,  party  officials,  and  others  ~  during  the  preliminary  work  in 
reviewing  census  information  relevant  to  redistricting.    This  preliminary  work 
that  began  in  the  northwest  corner  of  the  state  will  proceed  over  the  next 
eight  to  ten  months  in  other  areas  of  the  state.    Adhering  to  the  Commission's 
process  requires  the  staff  to  focus  on  areas  of  the  state  that  are  comprised  of 
roughly  ten  House  districts  (or  five  Senate  districts).    When  preliminary  work 
on  a  redistricting  plan  for  the  10-district  areas  is  formalized,  staff  will  begin  to 
work  on  each  subsequent  10-district  area.    In  this  way,  the  process  will  allow 
and  promote  a  very  high  degree  of  public  participation,  including  participation 
by  legislators.  The  work  is  very  time-consuming  and  demands  the  focused 
attention  of  the  staff,  and  it  is  critically  important  for  legislators  to  patiently 
wait  until  preliminary  work  is  begun  in  their  area,  when  staff  will  contact  each 
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area  legislator.    During  the  January  Special  Session,  it  will  be  especially 
important  for  legislators  and  others  to  honor  the  process  adopted  by  the 
Commission  and  to  allow  the  staff  to  commit  his  attention,  without  distraction 
or  interruption,  to  the  work  at  hand.    In  the  coming  weeks,  understanding  and 
cooperation  in  the  process  will  result  in  successful  completion  of  the  entire 
redistricting  project.    All  questions  or  concerns  regarding  the  process  should 
be  raised  with  the  Legislative  Council's  Research  Director  or  the  Executive 
Director  rather  than  with  the  Commission  staff. 


JOINT  INTERIM  SUBCOMMITTEE 
ON  PUBLIC  EMPLOYEE  RETIREMENT  SYSTEMS 


Feb.  5  and  6  Meetings. ..The  next  meeting  of  the  Joint  Interim 
Subcommittee  on  Public  Employee  Retirement  Systems  has  been  changed 
from  Jan.  10  and  1 1  to  Wednesday  and  Thursday,  Feb.  5  and  6.  The  Feb.  5 
meeting  will  be  a  public  hearing  to  identify  issues  of  most  concern  to 
employees,  retirees,  or  their  representatives.    The  hearing  will  begin  at  7  p.m. 
in  Room  325  (the  Old  Supreme  Court  Chambers)  of  the  Capitol.  Feb.  6  will  be 
a  regular  meeting  of  the  Subcommittee  and  will  begin  at  9  a.m.  in  Room  104 
of  the  Capitol.    This  meeting  will  involve  a  discussion  of  the  issues  raised  at 
the  public  hearing,  a  staff  analysis  comparing  the  public  employee  retirement 
systems  in  Montana,  and  brief  overviews  of  what  other  states  have  done 
regarding  system  consolidation,  cost-of-living  increases,  and  legislative 
procedures  for  retirement  legislation.  More  information  may  be  obtained  from 
Sheri  S.  Heffelfinger,  researcher,  or  Valencia  Lane,  staff  attorney,  at  the 
Legislative  Council. 


JOINT  INTERIM  SUBCOMMITTEE 
ON  MANDATED  HEALTH  INSURANCE  BENEFITS 

Meeting  Postponed  Until  Feb.  7. ..Because  the  special  session  is  scheduled 
to  begin  Jan.  6,  the  Joint  Interim  Subcommittee  on  Mandated  Health 
Insurance  Benefits  has  decided  to  postpone  its  next  meeting  from  Jan.  10 
until  Friday,  Feb.  7.    The  meeting  will  be  held  in  the  Yellowstone  County 
Courthouse  in  Billings  beginning  at  9:30  a.m. 


JOINT  INTERIM  SUBCOMMITTEE 
ON  SCHOOL  FUNDING 

Bonding  Options...  At  the  second  meeting  of  the  Joint  Interim 
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Subcommittee  on  School  Funding  on  Dec.  9,  the  focus  was  on  the  options  for 
assisting  school  districts  to  sell  school  bonds  in  the  public  market  place,  an 
action  which  has  been  on  hold  awaiting  an  "unqualified"  opinion  by  bond 
council  concerning  the  sale  of  such  bonds  for  school  various  building  projects. 
Dave  Ewer,  Bond  Program  Officer  for  the  Board  of  Investments,  reviewed  the 
Board's  draft  plan  to  provide  funding  to  school  districts  for  essentially  needed 
construction  projects  on  a  short  term  basis  until  current  difficulty  on  school 
bond  matters  are  resolved.  In  brief,  the  Board  would  purchase,  from  Jan.  1 , 
1992,  to  July  1,  1993,  short  term  obligations  from  districts  by  selling  its  own 
short  term  obligations.  Only  districts  with  essential  health  and  safety  and 
accreditation  needs,  as  verified  by  the  Office  of  Public  Instruction,  would 
qualify. 

Assistance  in  Other  States. ..As  background  on  long  term  school  capital 
outlay  issues,  Andrea  Merrill,  staff  researcher,  reviewed  school  facility  funding 
assistance  in  the  other  states,  highlighting  that  state  aid  in  this  area  is  either 
nonexistent  or  falls  short  of  actual  equalization  of  building  and  maintenance 
costs.    Taryn  Purdy,  staff  of  the  Legislative  Fiscal  Analyst,  reviewed  two 
reports  she  prepared  last  interim  on  the  use  of  guaranteed  tax  base  aid  for  this 
school  funding  area.    She  also  shared  the  1990  survey  of  school  facility  needs 
across  the  state,  which  indicated  that  up  to  $177  million  of  district 
construction  or  repair  was  planned  in  the  next  few  years. 

Other  Topics... Teresa  Olcott  Cohea,  Legislative  Fiscal  Analyst,  discussed 
cj  report  on  cashflow  shortfalls  within  the  school  equalization  aid  and  other 
state  accounts.  The  roundtable  discussion  in  the  afternoon  focused  on  the 
long  and  short  term  options  for  assisting  with  school  facility  funding.    The 
Committee  requested  that  staff  refine  the  draft  language  from  an  OPI 
recommendation  to  make  the  state  the  guarantor  of  school  bonds  issued  after 
July  1,  1991,  in  the  event  that  the  provisions  of  the  bonding  statutes  are 
determined  to  be  invalid.    Roundtable  participants  and  committee  members 
discussed  the  possibility  of  including  the  above  solutions  within  a  call  of  the 
legislature,  if  there  is  consensus  on  draft  language  of  a  short  term  plan. 


ADMINISTRATIVE  CODE  COMMITTEE 

Meeting  during  January  Special  Session. ..The  Administrative  Code 
Committee  will  meet  during  the  January  1992  special  session.    A  date  and 
time  have  not  been  chosen  yet  and  will  depend  on  the  scheduled  times  for  the 
House  and  Senate  floor  sessions  and  for  the  meetings  of  the  standing 
committees.  Subjects  that  will  be  discussed  include  the  suit  against  the  ACC 
by  the  Board  of  Public  Education  (including  the  cost  of  the  suit  to  the  ACC  and 
Ifie  board),  partial  ACC  reimbursement  to  the  Legislative  Council  for  the 
expenses  of  the  Council's  legal  division  in  representing  the  ACC  in  the  suit,  an 
update  on  the  statute  and  Board  of  Public  Education  rule  allowing  the  Board  to 
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withhold  state  funding  for  schools  that  do  not  meet  the  Board's  accreditation 
standards,  the  Secretary  of  State's  duties  in  regard  to  rules,  and  the 
Department  of  Health's  numerous  failures  to  comply  with  MAPA  in  proposing 
and  adopting  rules. 


JOINT  INTERIM  SUBCOMMITTEE 
ON  CHILDREN  AND  FAMILIES 

Plans  Firmed  for  Conference  Feb.  6  and  7.. .The  Joint  Interim 
Subcommittee  on  Children  and  Families  has  firmed  its  plan  to  host  a 
conference  Feb.  6  and  7  on  "Strengthening  Montana's  Families".  The 
Conference  will  be  held  at  the  Colonial  Inn  in  Helena.  With  the  assistance  of 
the  National  Conference  of  State  Legislatures,  the  Subcommittee  hopes  to  use 
the  proposed  public  forum  as  an  educational  and  consensus-building  vehicle 
for  the  Montana  Legislature,  family  service  providers,  and  the  public  on 
children  and  family  service  issues.    At  its  November  meeting,  the  Legislative 
Council  did  not  approve  a  previously-announced  proposal  to  reimburse 
interested  legislators,  other  than  Subcommittee  members,  for  attendance  at 
the  conference. 


WATER  POLICY  COMMITTEE 

Meeting  Cancelled  ...  Due  to  the  special  legislative  session,  the  Water 
Policy  Committee  meeting  scheduled  for  Friday,  Jan.  10,  is  cancelled.     The 
Committee  will  attempt  to  hold  a  meeting  during  the  special  session, 
scheduled  at  the  direction  of  the  Chairman,  with  as  much  public  notice  as 
possible.    If  a  meeting  can  be  arranged,  the  Committee  tentatively  plans  to 
focus  on  Dam  Safety  Study  Issue  3,  Risk  Scale  Assessment.    Additional 
information  on  this  topic  will  be  forthcoming.    Please  contact  the 
Environmental  Quality  Council  staff  for  agenda  and  meeting  updates. 


LEGISLATIVE  AUDIT  COMMITTEE 

Audit  Reports  Released. ..At  its  meeting  Dec.  13,  the  Legislative  Audit 
Committee  reviewed  and  released  the  following  audit  reports: 

CONTRACTED  AUDITS,  Legislative  Branch,  each  financial-compliance  audit  for 
the  two-year  period  ended  June  30,  1991,  performed  under  contract  by 
James  J.  Wosepka,  Certified  Public  Accountant: 

Montana  State  Senate,  the  report  contains  no  recommendations. 
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Montana  House  of  Representatives,  the  report  contains  no 
recommendations. 

Legislative  Council,  the  report  contains  no  recommendations. 

Legislative  Consumer  Counsel,  the  report  contains  no  recommendations. 

Environmental  Quality  Council,  one  recommendation  addresses  recording 
physical  inventory  on  the  Property  Accountability  Management  System. 

Legislative  Fiscal  Analyst,  the  report  contains  no  recommendations. 

Legislative  Auditor's  Office,  the  report  contains  no  recommendations. 

FINANCIAL  AUDIT 

Comprehensive  Annual  Financial  Report  (Statewide  Audit):The  report 
presents  the  general  purpose  financial  statements  of  the  State  of  Montana 
for  the  fiscal  year  ended  June  30,  1  991 ,  and  our  unqualified  opinion  on 
those  statements.    We  discussed  any  findings  disclosed  by  our  audit  with 
appropriate  management  personnel  so  the  report  does  not  include  any 
recommendations.    We  will  report  issues  raised  during  this  audit  as  part  of 
our  scheduled  biennial  audits  of  state  agencies. 

FINANCIAL-COMPLIANCE  AUDIT 

Board  of  Investments:  We  performed  the  financial-compliance  audit  of  the 
Board  of  Investments  for  the  fiscal  year  ended  June  30,  1991,  and  issued 
an  unqualified  opinion  on  the  financial  statements  of  the  investment  funds 
managed  by  the  board.    The  report  contains  eight  recommendations  to 
improve  the  board's  operations  and  two  recommendations  to  other 
agencies. 

Copies  of  reports  are  available  from  the  Legislative  Auditor's  Office, 

Room  135,  State  Capitol,  Helena,  MT    59620,  444-3122. 


REVENUE  OVERSIGHT  COMMITTEE 

Revenue  Collections  Through  November.. .Terry  Johnson,  Office  of  the 
Legislative  Fiscal  Analyst,  reported  to  the  Revenue  Oversight  Committee  on 
fiscal  year  1992  revenue  collections  through  November  1991.    Revenue 
collections  from  personal  income  taxes,  investment  earnings,  and  oil 
severance  taxes  are  not  keeping  pace  with  the  estimates  contained  in  HJR  24 
(ihe  revenue  estimating  resolution  adopted  by  the  1991  Legislature).  Higher 
than  anticipated  collections  from  other  sources  will  not  offset  the  anticipated 
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shortfalls  in  income  and  severance  tax  collections  and  investnnent  earnings. 
Johnson  noted  that  although  income  tax  collections  through  November  are 
higher  than  adjusted  fiscal  year  1991  collections  during  the  same  period,  total 
income  tax  collections  for  fiscal  year  1991  were  below  HJR  24  estimates.  The 
main  reason  for  the  shortfall  was  lower  than  expected  collections  from 
estimated  taxes  on  nonwage  and  salary  income  (primarily  rents  and  royalties, 
interest,  and  dividends)  The  shortfall  in  these  components  may  continue 
through  the  current  fiscal  year.  Severance  taxes  are  lagging  primarily  as  a 
result  of  lower  than  estimated  oil  prices.  Current  oil  prices  are  about  $3.50 
below  HJR  24  estimates.  If  prices  remain  at  this  level,  total  severance  tax 
collections  may  be  $5.6  million  less  than  anticipated.  The  shortfall  in 
investment  earnings  are  related  to  lower  than  expected  balances  of 
"investable  funds"  and  lower  interest  rates.  Investment  earnings  for  the 
biennium  may  be  $6.5  million  less  than  anticipated. 

Income  Tax  Analysis,  Estimated  Taxes,  and  Revising  HJR  24. ..Johnson 
presented  a  second  report  that  dealt  with  the  analysis  of  income  tax  data,  the 
fiscal  impact  of  requiring  payment  of  estimated  taxes  and  recommendations 
for  revising  HJR  24.  Johnson  described  the  relative  importance  of  wage  and 
salary  income  (70%)  and  nonwage  and  salary  income  (30%)  to  total  income 
reported  on  tax  returns,  and  the  volatility  associated  with  nonwage  and  salary 
income.  Johnson  also  discussed  the  assumptions  used  to  estimate  the  fiscal 
impact  of  requiring  payment  of  estimated  taxes.    According  to  initial 
estimates,  personal  income  tax  collections  would  increase  by  at  least  $28.8 
million  depending  on  the  first  taxable  year  that  estimated  taxes  would  be  paid. 
Finally,  Johnson  recommended  that  the  Committee,  in  revising  HJR  24,  focus 
in  on  the  assumptions  relating  to  personal  income  tax  collections,  oil  prices, 
and  investment  earnings. 

HJR  55  Tax  Study  Report. ..Staff  presented  a  report  on  criteria  for 
evaluating  state  and  local  tax  structures  as  part  of  the  HJR  55  study  dealing 
with  all  aspects  of  taxation  in  Montana.  The  report  included  information  on 
revenue  adequacy  and  stability,  equity,  economic  neutrality  of  taxation,  tax 
competitiveness,  and  simplicity.  The  report  showed  that  state  tax  revenue 
collections  per  $100  of  personal  income  has  been  relatively  constant  since 
1970  while  local  tax  revenue  collections  (primarily  property  taxes)  per  $100  of 
personal  income  have  declined  during  the  same  period.  The  Committee  will 
examine  similar  trends  in  expenditures  later  on  in  the  study. 

Other  Reports. ..The  Committee  heard  reports  from  the  Department  of 
Commerce  on  the  status  of  the  Montana  Capital  Company  Act  and  from  staff 
on  a  preliminary  survey  relating  to  county  provided  services  on  Indian 
reservations.  Department  of  Revenue  reports  included  an  update  of  current 
litigation,  information  on  the  new  income  tax  booklet,  the  status  of  the 
Director's  Council  on  Liquor  Privatization,  reappraisal  activity,  and  the  impact 
of  obtaining  a  new  source  of  natural  gas  for  the  state  of  Montana. 
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Pre-session  Meeting. ..The  Revenue  Oversight  Connmittee  will  nneet  Jan.  3, 
1992,  in  Room  413  of  the  state  Capitol  to  revise  revenue  estimates  in 
anticipation  of  the  January  Special  Session.  Other  agenda  items  include  a 
review  of  the  bill  draft  for  estimated  tax  payments,  and  a  proposal  for  the 
University  system  to  assist  the  Committee  in  its  HJR  55  tax  study. 

PLEASE  NOTE:  Because  of  a  scheduling  conflict  with  the  Education 
subcommittee,  the  Jan.  3  Revenue  Oversight  Committee  meeting  has  been 
switched  from  Room  104  to  Room  413  (Senate  Taxation  Committee  room)  of 
the  Capitol.  The  meeting  schedule  for  Jan.  24  has  been  cancelled. 


JOINT  SELECT  COMMITTEE 
ON  WORKERS'  COMPENSATION 

Meeting  Jan.  30  to  Consider  "Old  Fund". ..In  anticipation  that  the  special 
session  opening  Jan.  6  will  not  last  longer  than  12  days,  the  Joint  Select 
Committee  on  Workers'  Compensation  is  adhering  to  the  scheduled  date  of 
Thursday,  Jan.  30,  for  its  next  meeting.    As  previously  decided,  the 
Committee  will  focus  its  attention  on  attempting  to  find  a  solution  to  the 
problems  of  the  "Old  Fund",  workers'  compensation  claims  arising  for  injuries 
that  occurred  prior  to  July  1,  1990.    The  meeting  will  begin  in  Room  104  of 
the  Capitol  at  9:30  a.m. 
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INTERIM 
CALENDAR 

Jan.  1,  New  Year's,  holiday 

Jan.  3,  Revenue  Oversight  Committee,  Room  413 

Jan.  17,  Environmental  Quality  Council,  Room  104 

Jan.  20,  Martin  Luther  King  Day,  holiday 

Jan.  24,  Revenue  Oversight  Committee,  Room  104 

Jan.  30,  Joint  Select  Committee  on  Workers'  Compensation,  Room  104, 
9:30  a.m. 

Feb.  5,  Joint  Interim  Subcommittee  on  Public  Employee  Retirement 
Systems,  Room  325,  7  p.m. 

Feb.  6,  Joint  Interim  Subcommittee  on  Public  Employee  Retirement 
Systems,  Room  104,  9  a.m. 

Feb.  6  and  7,  "Strengthening  Montana's  Families",  conference  sponsored 
by  the  Joint  Interim  Subcommittee  on  Children  and  Families  and  National 
Conference  of  State  Legislatures  at  the  Colonial  inn,  Helena 

Feb.  7,  Joint  Interim  Subcommittee  on  Mandated  Health  Insurance 
Benefits,  Yellowstone  County  Courthouse,  Billings,  9:30  a.m. 

Feb.  17,  Lincoln's  and  Washington's  birthdays,  holiday 

Feb.  20,  Committee  on  the  State  Hospital  will  tour  the  Warm  Springs 
campus,  followed  by  a  public  hearing  the  receiving  hospital  at  5:50  p.m. 

Feb.  21,  Committee  on  the  State  Hospital  will  tour  the  Galen  campus, 
followed  by  a  panel  discussion  at  the  Warm  Springs  receiving  hospital  at  1 

p.m. 

March  20,  Revenue  Oversight  Committee,  Room  104 

March  27,  Joint  Interim  Subcommittee  on  Mandated  Health  Insurance 
Benefits  in  Great  Falls 

May  15,  Revenue  Oversight  Committee,  Room  104 
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May  25,  Memorial  Day,  holiday 

July  4,  Independence  Day,  holiday 

July  10,  Revenue  Oversight  Committee,  Room  104 

Sept.  7,  Labor  Day,  holiday 

Sept.  11,  Revenue  Oversight  Committee,  Room  104 

Oct.  12,  Columbus  Day,  holiday 

Nov.  3,  General  Election  day,  holiday 

Nov.  11,  Veterans  Day,  holiday 

Nov.  20  and  21,  Revenue  Oversight  Committee,  Room  104 

Nov.  26,  Thanksgiving  Day,  holiday 

Dec.  25,  Christmas  Day,  holiday 

1993 
Jan.  1,  New  Year's  Day,  holiday 
Jan.  4,  53rd  Legislature  convenes 


340  copies  of  this  public  document  were  published  at  an 
estimated  cost  of  57c  per  copy,  for  a  total  cost  of  $193.80, 
which  includes  $126.68  for  printing  and  $67.12  for  distribution. 
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